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Response Due Date: 

Oear App l i can t :  

We have cons idered  your  a p p l i c a a t i o n  f a r  exen~pt ion f rom Federa l  
income Tax a s  an o r g a n i z a t i o n  descr ibed  i n  sec t i o r l  5C?l(c) (7)  o f  t h e  
I n t e r n a l  Revenue Code. 

The i n f o r m a t i o n  subm i t t ed  descloses t h a t  you were i n c o r p o r a t e d  on 
***** **  *****  i n  t he  S t a t e  o f  ********  under t h e  n o n p r o f i t  c o r p o r a t i o n  
laws. 

Ttie purpose f a r  which your  o r g a n i z a t i o n  w a s  formed i s  . f o r  t h e  
enjoyment o f  and promot ion o f  t he  c o r v e t t e .  

Your income i s  form events  open t o  t h e  general  p u b l i c ,  menlbership 
dues, a u c t i o n s  and car- shows. T o t a l  revenue f o r  *****  was $******** o f  
t h i s  amount ** 8 was from rlon-members. T o t a l  revenue i n  ******  was 
$******** o f  t h i s  a r r w n t  **% was from non-members. T o t a l  revenue i n  
*****  w a s  $******** o f  t h i s  amount *8 was from non-members and t o t a l  
revenue i n  *****  was $*******   o f  t h i s  amount ** % was From non-members. 

Sec t i on  1 . 5 0 1 ( ~ ) ( 7 ) - 1  o f  t he  Income Tax Regu la t ions  r e l a t i n g  t o  t h e  
exemption o f  s o c i a l  c l u b s  under s e c t i o n  501(a) o f  t h e  I n t e r n a l  
Revenue Code reads as  f o l l o w s :  

" (,a) The exemption p rov ided  by s e c t i o n  501 (a  j f o r  o r g a n i z a t i o n s  
desc r i bed  i.n s e c t i o n  501.(c)(7)  a p p l i e s  o n l y  t o  c lubs which a r e  
or-gan i z c d  and opera ted  e x c l u s i v e 1  y f o r  p leas~r -c l ,  r e c r e a t i o n ,  and 
o t h e r  nonprof  i t a b l s  pur-poses, b u t  does n o t  app iy  t r :  zrly c l .ub i f  any 
p a r t  o f  :i t:s n e t  ea rn ings  . inures t o  the bene.f 1 %  o f  any p r i v a t e  
shs;.eholder, 1.n genera l ,  t h i s  exemption extends t o  soc ia l .  and 
rc2c.r.-eat ion c l u b s  which a r e  suppor ted s o l e l y  by membership fees, and 
assessnlents. However., a c l u b  o therw ise  e n t i t l e d  t o  exemption wj.l.1 
n o t  be d . i squn l : i . f i ed  because i t r.ni.ses revenu? farm members th rough  
t h e  use o f  c l ~ b  f a c i 1 i t i . e ~  o r  i n  connect ion w i t h  c l u b  a c t i v i t i e s .  

(b )  A cl~rt.3 which engages i n  bl.csiness S L I C ~  as making its s o c . i a l  
and I -ecr-eat ional  fac i .1  i t i e s  a v a i l a b l e  t o  the genera l  p u b 1 . i ~  o r  by 
s e l l  ir-19 r e a l  e s t a t e ,  t imber ,  o r  other.  p r o d i ~ c t r j  i s  r~ot .  organizeci anc'J 
operati-:-,-l e x c l . u s i v e l y  for- yleaaur-e, r-ecr'eatior-I. and o t h e r  
rionprol: i fable pur'poses , ,iit.~d i c, no t  exenlpt U I - I ~ C ~ '  sect: i o n  501 (a )  . 
S o l i c i t a t i . o n  b y  adver-tisecnertt; of^. other-wise f o r  p ~ b l i c  pat ronage of '  
i ts f a c i l i t i c ? ~  is pr in la f a c i e  ev.icAence t h a t  t h e  cl~.rt:! js engaging i n  



*****  ********* ***************  
****************** 

business and is no t  operated exc l us i ve l y  f o r  pleasure, rec rea t ion ,  
o r  s o c i a l  purposes. Wowever, an i n c i d e n t a l  sa l e  o f  p roper t y  w i l l  
n o t  depr ive  a  c l ub  o f  i t s  exemption. 

Rev. Rul .  65-63, 1965-1 C.8, 240, he ld  t h a t  a n o n p r o f i t  o rgan iza t ion  
which, i n  cond l~c t ing  spo r t s  car  events f o r  the p leasure and 
recreat iorr  of i t s  members, permi.ts the  general p u b l i c  t o  a t t end  such 
events f o r  a fee on a  rec l J r r i t i g~ 'bas ia  and s o l i c i t s  patronage by 
advert is ing, does no t  q u a l i f y  f u r  exemption. 

Rev. Proc. 71-1.7, 1971-1 C . 8 .  683, exp la ins  t h a t  a  s o c i a l  c l ub ' s  
gross r e c e i p t s  from investment income combined w i t h  gross r ece ip t s  
from non-fl~embcrs do n o t  exceed 35 percent of  t o t a l  gross rece ip ts .  
Wi th in  t h i s  35 percent,  no t  more than 15 percent o f  gross r e c e i p t s  
shou1.d be der ived ,from the use o f  soc i a l  c l ub ' s  f a c i l i t i e s  o r  
se rv i ces  by the general  pub l i c .  

The Regcllation, Revenue r u l  i r ig  65-63 and Revenue Procedure 71-17 
descr ibe your o rgan iza t ion .  App l ica t ion  of  the p r i n c i p l e s  i n  the  
Income Tax Regulations, the Revenue RlJling and Revenue Procedure 
leads as t o  the tl-~e conclus ion t h a t  your- o rgan iza t ion  does no t  
qt.Jal i f  y  f o r  exemption under sec t ion  501(c) ( 7 )  o f  t t ie I n t e r n a l  

Revenue Code. 

Rased on the in fo rmat ion  submitted, w e  have concluded t h a t  you a r c  
n o t  e n t i t l e d  t o  exemption f  rorn Federal i.ncome tax  as an o rgan iza t ion  
descr ibed i n  sec t ion  501(c)(7) of the  Code, because most o f  your 
income i s  form the general p u b l i c  through gambler's c l a s s i c ,  
auct ions,  car  shows and ads i n  your newslet ters .  

I f  you a re  i n  agreement w i t h  t h i s  proposed determinat ion,  we request  
t h a t  you z ign  and re tu rn  the erlclosed agreement ForSnl 6018. Please 
note  t h e  i n s t r u c t i o n s  f o r  s i .gning on tt ie reverse s i de  of  t h i s  form, 

I f: yo!.! a r e  no t  in  agreement ~ i t h  t h i s  proposed determinat ion,  w e  
recommend t h a t  you request a hear ing w i t h  our o f f i c e  of  Regional 
Clirector o f  Appeals. Your r-equest For n hearing s h o ~ . ~ l d  i r ic lude '3 

w r i t t e n  appeal g i v i n g  the f ac t s ,  l a w ,  and any o ther  i ,nformati.on tr.0 
st.jpport your pos i t : ion as explained i n  the enclosed Publ i ca t i o r t  88%. 
You wil l then be contacted t o  arrange FI date for-  a  hea r i r ~g .  



, 

' ***** ********* ***************  

****************** 

The hear ing may be he ld  a t  the o f f i c e  o f  Regional Di rector -  of 
Appeals o r ,  i f  you request, a t  a mutua1. l~  convenient D i s t r i c t  
O f f i ce .  A sel f -addressed envelope is enclosed. 

S incere ly  yours, 

D i s t r i c t  D i r e c t o r  

Enclosures: 
P u b l i c a t i o n  892 
Form 6018 


